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Common ldentification No. A-05-96-00043

Marva Livingston Hamons, Director
M chigan Fam |y | ndependence Agency
235 South Grand Avenue

Lansing, M chigan 48909

Dear Ms. Hanmons:

Encl osed are two copies of the Departnment of Health and Hunman
Services, Ofice of Inspector Ceneral report entitled, "Review of
Title I'V-E Training Costs.” The audit covered the period Cctober
1, 1992 through Septenber 30, 1995. Your attention is invited to
the audit findings and recommendati ons contained in the report.

Final determ nations as to actions to be taken on all matters

reported will be made by the HHS action official nanmed bel ow. W
request that you respond to the HHS action official within 30
days fromthe date of this letter. Your response should present

any comments or additional information that you believe may have
a bearing on the final determ nation.

In accordance with the principles of the Freedom of Information
Act (Public Law 90-23), Ofice of Inspector Ceneral audit reports
issued to the Departnent's grantees or contractors are nade
public to the extent information contained therein is not subject
to exenptions in the Act, which the Departnent chooses to

exerci se. (See 45 CFR Part 5).

To facilitate identification, please refer to the referenced
common identification nunber in all correspondence relating to
this report.

Si ncerely,

[t Semon—

Paul Swanson
Regi onal I nspector General
for Audit Services

Encl osur es

Direct reply to:

Regi onal Admi ni strat or

Adm nistration for Children and Famlies
Region V, 20th Fl oor

105 West Adans

Chicago, Illinois 60603
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é DEPARTMENT OF HEALTH AND HUMAN SERVICES
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OFFICE OF

June 17. 1997 INSPECTOR GENERAL

SUBJECT: Letter Report on Review of
Title I'V-E Training Costs
M chigan Fam |y |ndependence Agency
Lansi ng, M chigan
Conmmon ldentification No. A-05-96-00043

TO: Marva Livingston Hamons, Director
M chigan Fam |y | ndependence Agency
235 South Grand Avenue
Lansing, M chigan 48909

This report provides you with the results of our review of
training costs clainmed by the Mchigan Fam |y |ndependence Agency
(State agency) under the Title |IV-E Foster Care and Adoption

Assi st ance program The audit objective was to determ ne whether
the anmounts clained for reinbursenent represent allowable and

al | ocabl e costs.

The State agency clained $6,052,839 (Federal share - $3,786,966)
of direct and allocated training costs for the period Cctober 1,
1992 t hrough Septenber 30, 1995. O this anount, $2,437,187
(Federal share - $1,732,118) is ineligible for reinbursenent.

The State agency provides various types of training for its

enpl oyees, foster parents, adoptive parents, and other providers
of foster care. Even though this training also benefitted other
State prograns, the costs of training were charged entirely to
Title IV-E During the course of our audit and in response to
directions fromthe HHS Division of Cost Allocation, the State
agency changed its allocation nethodology and revised its claim
for Title I'V-E training. Qur audit tests determned that the
amount of the adjustment nmade for these costs was reasonable and
equi t abl e. W also determned that the State agency needs to
make additional financial adjustnents of $568,010 (Federal share
- $334,257) for the overallocation of training costs provided by
its Child Wlfare Training Institute (CWTI) staff and $48, 067
(Federal Share - $32,479) for a State-funded Delinquency Training
program incorrectly charged to Title |IV-E

W are recommending that the HHS Adm nistration for Children and
Fam |lies accept the State agency's adjustnment of $1,365,382 and
that the State agency (i) nmake a financial adjustnent of $334,257
to the Title I'V-E program for the overstated costs applicable to
training provided by their CMI, (ii) nmake a financial adjustnent
of $32,479 for the State-funded Delinquency Training program and
(iii) develop and inplenent a cost allocation nethodol ogy for
distributing all training costs to benefitting prograns.



| NTRODUCTI ON

BACKGROUND

In June 1980, the Adoption Assistance and Child Welfare Act,
Public Law 96-272, was enacted into |law and established the Title
| V-E program "Federal Paynents for Foster Care and Adoption

Assi stance." Under Section 474 of the Act, states are entitled
to claim Federal financial participation (FFP) for their costs of
training state personnel who administer the Title |IV-E program
Eligible Title IV-E training costs are reinbursable at an
enhanced Federal financial participation rate of 75 percent.

The Title IV-E programis admnistered at the Federal |evel by
the HHS, Administration for Children and Families (ACF). The
Fam |y |ndependence Agency is the State agency responsible for
admini stering the programin Mchigan. Training activities are
assigned to the State agency's Child Wlfare Training Institute
(CWI) in the Ofice of Training and Staff Devel opnent. The CA
staff conducts virtually all training for the State agency's

enpl oyees and foster care providers. Qutside consultants are
used on a limted basis. The cost of the staff training is
directly assigned and charged to Title IV-E

During the period Cctober 1, 1992 through Septenber 30, 1995, the
State agency submitted quarterly clains for reinbursenent of
Title I'V-E training costs totaling $6,052,839 (Federal share -
$3,786,966) .

SCOPE

Qur audit was conducted in accordance with generally accepted
governnment auditing standards. The objective of our review was
to determ ne whether training costs charged to Title IV-E were
all owabl e and all ocable and claimed for reinbursenent at the
proper FFP rate.

To acconplish our objective, we reviewd Federal regulations,
program gui del i nes, cost allocation and training program plans,
appl i cable financial and accounting records, and perforned such
other auditing procedures as we considered necessary in the

ci rcunst ances. In addition, we discussed the scope and objective
of our review with responsible D vision of Cost Allocation and
State agency officials. W also made a |limted study and

eval uation of the State agency's internal controls to assure the
accuracy of its Title IV-E training clains. Qur review of the
internal control structure focused on exanining the nethodolng
followed by the State agency in preparing its clains. Qur field
work was perfornmed during the period April 1996 to Cctober 1996

| ssuance of our draft report was delayed in order to consider the
State agency's revisions to its cost allocation nethodol ogy and
adjustnents to costs clai ned.



RESULTS OF REVI EW

The State agency did not allocate Title IV-E training costs to
all benefitting prograns as required by the Ofice of Mnagenent
and Budget (OwB) G rcular A-87 and ACF Policy Announcenents. For
the period October 1, 1992 through Septenber 30, 1995, training
costs of $6,052,839 (Federal share - $3,786,966) were clained by
the State agency. The anount clainmed consists of both allocated
($4,290,804) and direct ($1,762,035) costs.

Costs Allocated to Training. The State agency allocated costs to
Title I'V-E training through its Cost Allocation Plan, but the
costs were not properly distributed to all benefitting

activities. The HHS Division of Cost Allocation directed the
State agency to change its allocation nethodology and revise its
claim for reinbursenent of these training costs. Consequent |y,
during the course of our audit, the State agency reallocated the
costs to all benefitting prograns and nmade a financial adjustnent
of $1,820,510 (Federal share - $1,365,382) on its Financial

Status Report for the quarter ended June 30, 1996.

Qur audit tests determned that the anount of the adjustnent was
appropri ate and reasonabl e.

Direct Training Costs. In addition to the above nentioned
adjustnent, which relates only to allocated training costs, we
determned that the State agency needs to nmake an additiona
financi al adjustment of $366,736 FFP for overstated direct costs
of training provided by its CMI staff. The costs of training
provided by the CMI staff are charged directly to the Title IV-E
program Based on our review of the training activities
performed by CAMI staff, the Title IV-E training plans, and other
training materials, we determned that the staff's efforts
involve training in arc.s other than Title IV-E, such as State-
funded foster care. Accordingly, the distribution of these costs
solely to the Title IV-E program does not conply with OVB
Crcular A-87, Attachnment A, Section C.3.a, which states:

...A cost is allocable to a particular cost objective
if the goods or services involved are chargeable or
assignable to such cost objective in accordance wth
relative benefits received....

Additionally, ACF issued three policy announcenents (ACYF-PA-87-
05; ACYF- PA-90-01; ACF-1M91-15) concerning the allocation of
foster care and adopti on assi stance costs. These announcenents
state that training costs mnmust be allocated anong all benefitting
pr ogr ans.

Wth respect to the direct charges of $1,762,035 for Title IV-E
training, we identified and excluded direct charges of $48, 067
associated with a totally State-funded program  The bal ance of
$1,713,968 was then distributed between Title IV-E and State
prograns based on the ratio of Title IV-E children to tota
foster care children in the State. The application of the FFP
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rates to the Title I'V-E share of costs results in the adjustnents
present ed bel ow

Fi scal Year

1993 1994 1995 Tot al

Direct charges $446, 454 $623,628 $691,953 $1,762,035
Less: Unal | owabl e costs 14, 284 14, 155 19, 628 48, 067

Subt ot al 432,170 609,473 672,325 $1,713,968
IV-E participant ratio 68% 67% 66%
Costs eligible for FFP 293, 876 408,347 443,735 $1,145,958
Applicable FFP Rate (1) 75% 75% 75%
Amount al | owabl e- FFP 220, 407 306,260 332,801 859, 468
Amount cl ai med- FFP 207, 039 467,721 518,965 1,193,725
Fi nanci al adj ust nent $(13,368) $161,461 $186,164 $ 334, 257
Note (1) : The State agency's claim for FY 1993 was based on

application of an FFP rate of 50% to eligible training costs
incurred by the CWMI staff. The CWI costs represent

expendi tures of personnel enployed by the State which are
eligible for FFP at the rate of 75% The O G auditor's
calculation reflects allowable costs based on the higher FFP
rate of 75%

State Funded Program The State agency clainmed Delinquency

Trai ning program costs of $48,067 (Federal share - $32,479).

This programis a State-funded training program unrelated to
Title I'V-E activities, and the costs are not eligible for Federal
rei mbur senent.

RECOMVENDATI ONS

We reconmend that the HHS Adminiscration for Children and

Fam |ies accept the financial adjustnment of $1,820,510 (Federa
share - $1,365,382) made by the State agency during the course of
our audit. We also reconmmend that the State agency:

e Mke a financial adjustnment of $568,010 (Federal share -
$334,257) to the Title IV-E program for directly charged
training costs of the CWI that are allocable to other
progr ans.

e Mke a financial adjustnment of $48,067 (Federal share -
$32,479 to Title IV-E for clainmed costs associated with the
Del i nquency Trai ning program

® Develop and inplenent a cost allocation nethodol ogy for
distributing all training costs to benefitting prograns.



STATE AGENCY RESPONSE

Exit conferences were held with State agency officials on My 8,
1997 and May 21, 1997. They did not provide us with a witten
response to our draft audit report. St«te agency officials told
us that they concurred with our audit recommendati on concerning
the financial adjustnent of $1,365,382 which was based on a
reall ocation of training costs to all benefitting activities.
They al so concurred in our recommended adjustnent of $32,479 for
costs applicable to the State-funded Delinquency Training
program Al 'though State officials generally agreed with our
finding concerning redistribution of direct training costs of its
CW staff to all benefitting prograns, they indicated that use
of I'V-E participant ratios to reallocate costs (see Schedule on
page 4) mght not be equitable. They suggested that a weighted
average allocation basis be used which recognizes a higher
concentration of Title IV-E services in the Detroit area. The
State agency will re-evaluate its allocation nethodol ogy and
provide the results to the Regional ACF Action Oficial for

resol ution.
/204L<§Lwnan~//

Paul Swanson
Regi onal | nspector General
for Audit Services



STATEMENT OF COSTS CLAI MED AND
RELATED FI NANCI AL ADJUSTMENTS
FOR TITLE |1 V-E TRAI NI NG COSTS

FOR THE PERI OD
OCTOBER 1, 1992 THROUGH SEPTEMBER 30, 1995

M CH GAN FAM LY | NDEPENDENCE AGENCY
LANSI NG M CH GAN

Fi nanci al
d ai ned Accept ed Adj ust nent FEP

Al |l ocated <costs $4,290,804 $2,470,294 $1,820,510 $1,365,382

Direct costs 1,713,968 1,145,958 568, 010 334, 257
State program
costs 48, 067 -0- 48, 067 32,479
Total s $6,052,839 $2,437,187 $1,732,118
Adj ustment nmde to 6/30/96 FSR (1,820,510) (1,365,382)

Addi tional adjustnment per auditor $ 616.677 S 366, 736




